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Small Business Administration § 120.381

may consider the business and manage-
ment experience of the employee-own-
ers.

VETERANS LOAN PROGRAM

§ 120.360 Which veterans are eligible?
SBA may guarantee or make direct

loans to a small business 51 percent
owned by one or more of the following
eligible veterans:

(a) Vietnam-era veterans who served
for a period of more than 180 days be-
tween August 5, 1964, and May 7, 1975,
and were discharged other than dishon-
orably;

(b) Disabled veterans of any era with
a minimum compensable disability of
30 percent; or

(c) A veteran of any era who was dis-
charged for disability.

§ 120.361 Other conditions of eligi-
bility.

(a) Management and daily operations
of the business must be directed by one
or more of the veteran owners whose
veteran status was used to qualify for
the loan.

(b) This direct loan program is avail-
able only if private sector financing
and guaranteed loans are not available.

(c) A veteran may qualify only once
for this program on a direct loan basis.

POLLUTION CONTROL PROGRAM

§ 120.370 Policy.
Section 7(a)(12) of the Act authorizes

SBA to guarantee loans up to $1,000,000
to an eligible small business to plan,
design or install a pollution control fa-
cility. An applicant must meet the eli-
gibility requirements for 7(a) loans.

LOANS TO PARTICIPANTS IN THE 8(A)
PROGRAM

§ 120.375 Policy.
Section 7(a)(20) of the Act authorizes

SBA to provide direct (unilaterally or
together with Lenders) or guaranteed
loans to firms participating in the 8(a)
Program.

§ 120.376 Special requirements.
The following special conditions

apply (otherwise, 7(a) loan eligibility
criteria apply):

(a) The Associate Administrator of
Minority Enterprise Development
(‘‘MED’’) may waive the direct loan ad-
ministrative ceiling of $150,000, and
raise it to $750,000.

(b) The SBA portion of a guaranteed
loan must not exceed $750,000.

(c) The interest rate on a guaranteed
loan shall be the same as on 7(a) guar-
anteed business loans. The interest
rate on a direct loan shall be one per-
cent less than on a regular direct loan.

(d) For a direct loan or SBA’s portion
of an immediate participation loan,
SBA shall subordinate its security in-
terest on all collateral to other debt of
the applicant.

§ 120.377 Use of proceeds.
The loan proceeds shall not be used

for debt refinancing. Only a manufac-
turing concern may use loan proceeds
for working capital.

DEFENSE ECONOMIC TRANSITION
ASSISTANCE

§ 120.380 Program.
Section 7(a)(21) of the Act authorizes

SBA to guarantee loans to help eligible
small businesses transition from de-
fense to civilian markets, or eligible
individuals adversely impacted by base
closures or defense cutbacks to acquire
or open and operate a small business.

§ 120.381 Eligibility.
(a) Eligible small businesses. A small

business is eligible if it has been det-
rimentally impacted by the closure (or
substantial reduction) of a Department
of Defense installation, or the termi-
nation (or substantial reduction) of a
Department of Defense Program on
which the small business was a prime
contractor, subcontractor, or supplier
at any tier.

(b) Eligible individual. An eligible in-
dividual, for purposes of this program,
includes the following persons involun-
tarily separated from their position or
voluntarily terminated under a pro-
gram offering inducements to encour-
age early retirement:

(1) A member of the Armed Forces of
the United States (honorably dis-
charged);

(2) A civilian employee of the Depart-
ment of Defense; or
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